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Over the past three decades sustainability, i.e. an ecologically, economically, and socially balanced development, has become the mantra of global and local policy making. As the term has infused political discourse it has also been taken up by an increasing number of managers and researchers who are interested in the impact sustainability will have on business strategy. 
Traditionally the focus of such publications has been on managing the existing product lines of large corporations in terms of risks, cost, reputation and differentiation deriving from sustainable development. To a lesser extent has the focus come to rest on the potential of innovations and entrepreneurial start-ups. Recently, however, ecological and social innovations have been proposed as a driver for business opportunities. They have been described as a source for "environmentally benign growth", as a "source of creative destruction", as well as the beginning of the "next industrial revolution".
When taking a closer look at the case examples given in books such as Factor 4 by Von Weizsäcker, it becomes apparent that they are either prototypes, such as the hypercar or the FRIA refrigerator or have become relevant only to a small market niche, such as energy efficient housing or local food markets. Summing up the problem one might ask the rhetorical question: "If all this is so smart, then why hasn't it already happened, with a whole raft of billionaires to boot"? Obviously, the mere technical feasibility of a sustainability-related innovation is not sufficient. If they want to move from the informal sector into mainstream markets sustainability start-ups need to undergo a number of transformations.
Corporate sustainability is essentially about change and how firms can derive benefits from this change. The notion that sustainable development drives disruptive innovations, which in turn offer opportunities for innovative firms, thus has come quite naturally to the sustainability debate. Ecological innovations have been proposed as a source for "environmentally benign growth, as a "breakthrough discipline for innovation", as a "source of creative destruction", as well as the beginning of the "next industrial revolution".
Sustainability innovation will be defined as follows: sustainability innovation is any process of social change which increases the proceeds derived from current natural, social, and economic capital, while at the same time protecting and enhancing the underlying capital stock.
The changes stimulated by sustainability innovations can in turn lead to business opportunities. Some authors, for example, argue that sustainability-related innovations are supposed to generate important new business opportunities by cutting in half resource consumption while doubling quality of life at the same time. There is a large number of publications advancing one tool or another for sustainability innovations. These publications have been complemented by only a small number of empirically grounded studies on sustainability innovation.
In their study of 150 German and British pharmaceutical companies Blum-Kusterer and Hussain find that regulation and technological progress are the two main drivers for sustainability innovations. They observed that the lure of emerging market niches was no important motivator for the firms studied. These findings are supported by a study of nine UK manufacturing companies by Foster and Green in which they conclude that in general customers are not actively seeking out green innovations if these are more expensive. In his seminal book on Eco-Innovation Fussler agrees that a majority of today's firms is not actively pursuing eco-innovations as a strategy to create market share. However, he does not believe that this "innovation lethargy" will persist in the years to come. Using a number of anecdotal case studies he shows that innovative firms can succeed in driving ecological innovation profitably, not by following current customer demand but by creating future market space. This notion that firms can actively transform market structures so that they better support ecological innovations is also proposed by Dyllick.
One of the earliest studies analyzing the antecedents of ecological innovations was carried out by Seidl. She examined the role corporate culture plays in supporting or hindering the development of ecological innovations through an in-depth case study in the agrochemical industry. Seidl developed propositions on how firms can further a climate supportive of ecological innovations through organizational development and improved communication. The role of cultural identity has also been identified as a key issue by Blättel-Mink in her analysis of ecological innovation in six German companies. Both studies hint at the relevance internal skills and resources have for successful sustainability innovations, a theme that will be discussed further on in more detail.
The studies discussed so far have taken a firm-level approach in studying sustainability innovations. By studying industry-level dynamics a research team at the University St. Gallen has investigated under which conditions ecological and social innovations move from market niches into mass markets. Studies include a review of the green energy market, the organic food, and ecological textiles. From these findings a theory of ecological mass markets has emerged.
Villiger concludes that the success of eco-innovations relies strongly on the specific dynamics within an industry sector as well as pressures from regulatory and public players. They urge innovators to use the whole "map of the ecological mass market". Rather than aiming only at the high price/high ecology niche they suggest that innovative firms should also consider the middle segments of only modest ecological innovation but a larger market share. 




